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1 . SUMMARY. OFFICIALS OF EL PASO NATURAL GAS MET WITH 
STATE, COMMERCE, AND TREASURY OFFICIALS MARCH 10-11 TO 
DISCUSS FUTURE DEVELOPMENTS OF YAKUTSK LNG PROJECT. EL 
PASO STATED PRELIMINARY NEGOTIATIONS WITH JAPANESE PART- 
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NERS TO BEGIN THIS WEEK IN PARIS. AMERICANS AND JAPANESE 
WILL THEN MEET NEXT WEEK WITH SOVIETS IN MOSCOW. KAMA 
PURCHASING COMMISSION HAS RAISED WITH EL PASO QUESTION 
OF PRE-CLEARANCE OF EXPORT LICENSES, SIMILAR TO THOSE 
WHICH COMMISSION CLAIMED HAD BEEN GIVEN FOR KAMA TRUCK 
PROJECT. EL PASO WAS TOLD EXPORT LICENSES WOULD BE 
CONSIDERED ON CASE-BY-CASE BASIS. EL PASO STRESSED 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


IMPORTANCE OF INVOLVING EXIM IN PROJECT BUT STATED IT 
COULD OBTAIN PRIVATE FINANCING IF IT HAD TO. END SUMMARY. 

2. JAMES LISTER, VICE PRESIDENT OF EL PASO LNG, HOUSTON, 

AND EL PASO'S WASHINGTON REPRESENTATIVE, ROBERT HARBER, 

HAD MEETINGS WITH DEPUTY ASSISTANT SECRETARY OF THE 
TREASURY HUFFBAUGER, J. MISHELL GEORGE OF COMMERCE/BEWT, 
AND STATE OFFICERS (EB/FSE) TO DISCUSS UPCOMING 
NEGOTIATIONS ON YAKUTSK LNG PROJECT. EL PASO IS SCHEDULED 
TO MEET IN PARIS WITH JAPANESE PARTNERS THIS WEEK AND 

THEN, TOGETHER WITH JAPANESE, WITH SOVIETS IN MOSCOW 
NEXT WEEK. 

3. AGENDA FOR MOSCOW MEETING IS: A) REVIEW OF STATUS 
OF YAKUTSK RESERVES; B) REVIEW OF DRILLING PROGRAM; 

C) DISCUSSION OF APPROPRIATE MECHANISM FOR CHECKING 
SOVIET FINDINGS; D) INITIAL NEGOTIATIONS ON ACTUAL 
PROJECT FOR DEVELOPMENT OF YAKUTSK. LISTER STATED THEY 
HAD HEARD THAT SOVIETS SOMETIME AGO CONFIRMED ONE-THIRD 
OF TOTAL AMOUNT REQUIRED TO MAKE PROJECT COMMERCIALLY 
FEASIBLE ( 1 TRILLION CUBIC METERS), BUT EXPECTED THAT 
MORE HAD BEEN CONFIRMED SINCE THEN. EL PASO INTENDED 

TO ARRANGE WITH SOVIETS FOR INDEPENDENT CONSULATANT TO 
VISIT YAKUTSK SITE AND EXAMINE SOVIET CONFIRMATION DATA. 

NO AGREEMENT ON THE GENERAL PROJECT WOULD BE SIGNED 
UNTIL 1 TCM OF GAS IS PROVEN AND CONFIRMED BY THE 
CONSULTANT. 
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4. LISTER STATED SOVIETS HAVE BEGUN MAKING PURCHASES 
OF EQUIPMENT IN US. THEY ARE DRAWING ON $25 MILLION 
CREDIT ADVANCED BY US BANKS BUT ARE ALSO CONTRACTING 
FOR EQUIPMENT CONSIDERABLY IN EXCESS OF $25 MILLION. 

KAMA PURCHASING COMMISSION IS HANDLING THESE TRANSACTIONS 
IN US. ACCORDING LISTER, KAMA ASKED EL PASO ABOUT POSSI- 
BILITIES OF SPECIAL ARRANGEMENT OF TYPE WHICH WAS IN 
EFFECT FOR PURCHASES RELATING TO KAMA TRUCK PLANT. 

KAMA APPARENTLY WAS REFERRING TO SOME TYPE OF BLANKET 
PRE-CLEARANCE ARRANGEMENT FOR EXPORT LICENSING, ALTHOUGH 
IN FACT US AGENCIES INVOLVED HAVE NO RECOLLECTION OF 
SUCH ARRANGEMENT. MISHELL GEORGE TOLD LISTER THAT 
LICENSE REQUESTS FOR EQUIPMENT RELATING TO YAKUTSK WOULD 
BE TAKEN SEPARATELY ON A CASE-BY-CASE BASIS. 

5. IN DISCUSSION WITH HUFFBAUER, LISTER STRESSED 
IMPORTANCE OF OBTAINING EXIM PARTICIPATION IN FINANCING 
OF YAKUTSK WHICH NOW PROHIBITED BY TRADE ACT AND 
STEVENSON AMMENDMENT TO EXPORT-IMPORT BANK ACT. IN OTHER 
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MEETINGS LISTER STATED THAT IF IT HAD TO, EL PASO COULD 
OBTAIN PRIVATE FINANCING (POSSIBLY ABROAD) FOR PROJECT. 
LISTER ESTIMATED THAT TOTAL COST OF YAKUTSK PROJECT 
WOULD BE ABOUT $8 BILLION. 

6. MOST UNUSUAL ASPECT OF DISCUSSIONS WAS SCHEME FOR 
HANDLING SOVIET PROFITS FROM YAKUTSK ONCE IT IS IN 
OPERATION WHICH LISTER SAID EL PASO WAS CONSIDERING 
PROPOSING FORMALLY TO SOVIETS. AS LISTER EXPLAINED TO 
HUFFBAUER, ONCE DEBT SERVICE OBLIGATIONS AND PRODUCTION 
COST PAYMENTS HAD BEEN MET. SOVIET PROFITS COULD BE 

PUT INTO A TRUST IN US. TRUST WOULD PROVIDE MEANS TO 
FINANCE PURCHASES OF US EQUIPMENT FOR YAKUTSK OR ANY 
OTHER PROJECTS WHICH SOVIETS CHOSE AND WOULD THUS 
INCREASE US EXPORTS TO USSR. 
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7. IN RESPONSE HUFFBAUER SAID HE DOUBTED SUCH A TRUST 
WOULD HAVE TWE FAVORABLE EFFECT ON US EXPORTS WHICH 
LISTER INDICATED, SINCE SOVIET WOULD BUY WHAT THEY 
WANTED TO BUY IN ANY CASE. THUS IMPACT OF TRUST IN THIS 
REGARD WOULD BE PURELY COSMETIC. HUFFBAUER FURTHER 
EXPRESSED CONCERN THAT SUCH A TRUST MIGHT BE VIEWED AS 

A PRECEDENT BY OTHER US COMPANIES IN DEALING WITH SOVIETS 
OR OTHER COUNTRIES. SUCH A MOVE TOWARD BILATERALIZATION 
OF TRADE MIGHT CAUSE PROBLEMS WITH OTHER COUNTRIES WHICH 
ARE MEMBERS OF GATT. LISTER APPEARED TO BE LESS ENTHUS- 
IASTIC ABOUT TRUST IDEA AFTER HEARING HUFFBAUER'S 
COMMENTS. HE INDICATED THAT SOVIETS ON WHOM HE HAD 
TRIED THE IDEA INFORMALLY WERE NEITHER FOR OR AGAINST 
IT. IT STRIKES US, HOWEVER, THAT SOVIETS WOULD MUCH 
PREFER TO HANDLE THEIR OWN HARD CURRENCY PROFITS RATHER 
THAN TIE THEM UP IN A TRUST IN US. 

8. WITH RESPECT TO PRICING OF LNG FROM YAKUTSK, LISTER 
SAID EL PASO VIEWS LNG IMPORTS AS COMPETITIVE WITH 
ELECTRIC ENERGY AND OIL. COMPARATIVE FUEL COSTS IN US 
EAST COAST ARE: OIL $19. 88/BARREL; GAS $1 9.84/BARREL 
EQUIVALENT; (BE); ELECTRIC ENERGY $65.44/BE. AS LISTER 
EXPLAINED, AS LONG AS LNG IS PRICED WELL BELOW ELECTRIC 
ENERGY, EL PASO BELIEVES IT IS A MARKETABLE FUEL IN 

US. 

9. LISTER EMPHASIZED THAT EL PASO PLANS TO GO AHEAD WITH 
YAKUTSK PROJECT UNLESS TOLD NOT TO BY USG; HOWEVER, THE 
COMPANY DOES NOT EXPECT TO BE DELIVERING LNG FROM 
YAKUTSK FOR SEVERAL YEARS BUT BELIEVES IT NECESSARY 

TO MOVE FORWARD NOW WITH THE PROJECT BECUASE OF LENGTHY 
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PROGRESS INVOLVED IN OBTAINING APPROVAL TO IMPORT LNG 
INTO US. 

9. REQUEST ADDRESSEES REPORT ON PARIS AND MOSCOW 
NEGOTIATIONS IF INFORMATION BECOMES AVAILABLE. 
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